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Honorable Stanley C. Rosenberg, Chairman of the Senate Committee on Ways and Means
Honorable Paul R. Haley, Chairman of the House Committee on Ways and Means

Honorable Cheryl A. Jacques, Chair of the Senate Post Audit & Oversight Committee
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Honorable Robert A. Havem, Senate Chairman of the Joint Committee on Transportation

Honorable Joseph C. Sullivan, House Chairman of the Joint Committee on Transportation

We are pleased to provide you with the first Summary Report of the Central Artery/Third

Harbor Tunnel (CA/T) Project Oversight Coordination Commission, which was created in

accordance with provisions of Section 2B of Chapter 205 of the Acts of 1996. The legislative

charge presented us with great challenges and an unprecedented opportunity to create a formal

forum for coordinating the efforts of our three offices to oversee the SI 0.8 billion CA/T Project.

In the pages that follow, you will see ample evidence of the success of the Commission to date.

As you ioiow, in July 1996, the Legislature and the Governor responded to our

comprehensive oversight plan of 1995 by funding the proposal at the level of two million dollars.

Our goals in framing the oversight plan were to combine the expertise and statutory authority of

our three offices to target management difficulties that invite waste, fraud, and abuse at the CA/T
Project, to identify cost-saving measures, and to pursue enforcement and recoupment actions

against those who may be engaged in fraudulent or otherwise tmlawful activity.

At the Legislature's behest, our offices in October 1996 submitted a supplemental

oversight plan, thereby - creating the Commission and ensuring that funds for additional

independent state oversight would eventually be available to our offices. The supplemental plan

described how the Commission would function and, with input from the CA/F Project

management and legislative representatives, identified the areas that would be addressed by our

offices as we launched a unified effort to prevent, detect, and correct waste, fraud, and abuse at

the CA/T Project. In the plan, we also committed to providing periodic reports to the Legislature,

including this Summary Report.

In the months following the release of the additional oversight funds, we went into action

on several fronts. We hired the Commission's executive director, as required by the statute, and

undertook the myriad administrative tasks required when creating a new commission. Following

the initial start-up arrangements, the quarterly coordinating sessions were initiated and legislators

were invited to attend, as provided for in the statute. At the same time, we hired and trained new-
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staff, and coordinated closely among our offices to ensure that each initiative - whether

undenaken jointly or individually - augmented rather than duplicated the oversight efforts of the

other Commission members. We also took steps to coordinate our work with various other

oversight agencies, including the federal inspectors general.

We want to draw your anention to the "Big Dig" Fraud Hotline (1-888-TIP-BGDG)

which was implemented by the Attorney General's Office in close cooperation with the other

Commission members. Our hope is that the hotline, with the assistance of the public and the

CA/T Project, will provide another avenue for helping us identify and combat waste, fraud, and

abuse. We urge you to refer your constituents to this confidential line or to any of our offices

directly when they have concerns or allegations about the CAyT Project.

Fierce competition for state and federal transportation dollars makes the Commission's

job more important than ever. The CA/T Project - with its $10.8 billion price tag - is a concern

for all taxpayers of the Commonwealth. Without tough cost controls and independent oversight,

the price of the CAvT Project will continue to rise. Proactive oversight measures on the CA/T
Project are vital to containing costs and saving money through the detection of waste, fraud, and

abuse. An effective and independent state oversight effort will assure the taxpayers that funds are

not unnecessarily spent on the CA/T Project at the expense of other transportation projects

throughout the state.

Because of the Legislature's foresight, we now have a unique forum for overseeing this

enormously complex and costly public works project. But we can advance beyond our successes

to date only with funding to carr>' us beyond the start-up phase and into the heavy construction

phase of the CA/T Project. We urge the Legislature to adopt the specific provisions currently

included in House No. 5661 that provide for one million dollars to be shared equally by our

offices, so that we can follow through on the oversight initiatives we have already launched.

We look forward to continued legislative support for our shared commitment to

aggressive, proactive, independent state oversight of the CA/T Project.
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BACKGROUND

THE CENTRAL ARTERY/ THIRD HARBOR TUNNEL PROJECT '

The Central Artery/Third Harbor Tunnel (CA/T) Project is the largest, most complex, and

technologically most challenging highway project in the history of the United States. It

will replace Boston's deteriorating elevated Central Artery (1-93) with a modem
underground expressway, and will extend the Massachusetts Turnpike (1-90) (Turnpike)

to Logan Airport via the Ted Williams Tunnel under Boston Harbor. The massive

project is designed to improve traffic flow and safety in one of America's oldest and most

congested cities, and will also promote economic development in the region.

To construct the CA/T Project through the heart of a major city will require a series of

state-of-the-art engineering feats that will allow construction to continue within a few feet

of active subway tunnels, railroad tracks, office towers, and historic buildings. The CA/T
Project will be built while simultaneously ensuring the free flow of traffic in downtown

Boston during more than a decade of construction. For example, the elevated highway

will remain in service while the new highway is being built directly underneath.

The CA/T Project consists of approximately 7.5 miles of urban highway, tunnels, bridges,

viaducts, and surface streets, as well as project-related buildings. Construction extends

from the 1-93 Massachusetts Avenue Interchange on the south to Charlestown's Sullivan

Square on the north, and from the Turnpike interchange by the Fort Point Channel on the

west under Boston Harbor to Logan Airport and Route lA in East Boston. The

reconstruction of 1-93 will provide eight traffic lanes in a tunnel section beneath the

existing elevated highway within the downtown area. The existing Central Artery will

subsequently be demolished, permitting improvements to surface roadways and providing

27 acres of open space in the heart of the city. The Turnpike extension includes a four-

lane immersed tube tunnel under Boston Harbor, which is intended to alleviate

congestion on 1-93 by routing traffic travelling from the south and west directly to Logan

Airport and Route 1A in East Boston. (See Exhibit for the CA/T Project map.)

In 1985, the Massachusetts Highway Department (MassHighway) hired the joint venture

of Bechtel/Parsons Brinckerhoff (B/PB) to manage project design and construction

activities. B/PB has overall responsibility for project design, management, and interface

coordination of all construction contracts. MassHighway has paid or has budgeted more

than $1.7 billion under its contractual arrangement with B/PB.

"

In 1989. the Project management estimated that construction would be completed in 1998

at a cost of $4.4 billion. In March 1997, the Project management estimated that

construction would be completed in 2004 at a cost of more than $10.8 billion, six years

' The information in this section was drawn from several sources, including the CA/T Project, and has not

necessarily been verified by the Commission.
" According to CA/T Project staff, approximately $423 million of this amount constitutes "pass through"

moneys for the insurance program.
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later and 145% more expensive than the 1989 estimate. The United States General

Accounting Office (GAO) reported in its July 1997 review of the CA/T Project, and

confirmed in its February 1998 report, that the cost of the CA/T Project will likely exceed

the current MassHighway estimate of $10.8 billion and could reach as high as $11.6

billion. The $10.8 billion cost estimate includes a credit to the cost of the CA/T Project

of about $800 million, which represents the future receipts of insurance proceeds. The

GAO also concluded that MassHighway's $10.8 billion cost estimate was based on

aggressive cost containment goals, which would be difficult to achieve based on past

performance. The GAO estimated that the cost of completing the CA/T Project could

increase between an additional $100 million and $500 million, if these goals were not

achieved. The GAO also reported that MassHighway's December 1996 feasibility study

reflected a significant shortfall of between $1.8 billion and $2.3 billion in project funding,

depending upon the federal funds provided. To finance the shortfall, the Commonwealth
intends to borrow approximately $2.1 billion through the issuance of Bond and Grant

Anticipation Notes. These notes will be repaid after federal and other funds are received.

Until 1991, the Federal Interstate Highway Program was the primary source of the CA/T
Project funding, reimbursing approximately 90% of the CA/T Project's construction

costs. Federal funding was continued at this level through the Intermodal Surface

Transportation Efficiency Act of 1991 (ISTEA). In 1998, as the CA/T Project enters its

peak construction period, the federal funding formula has changed, and the

Commonwealth will be expected to pay a much larger share of the cost for the remainder

of the CA/T Project under the Transportation Equity Act for the 21^' Century (TEA-21 ).

For the period ending May 1998, the CA/T Project reports that it had awarded

approximately $587 million in design contracts and $6.03 billion in construction

contracts, and that work had been completed on approximately 97% of the design and

41% of the construction.

LEGISLATIVE HISTORY

The CA/T Project is an important transportation project and generally is viewed as an

economic stimulus for the region. Any excessive spending on the CA/T Project,

however, results in fewer dollars for infrastructure needs in other parts of the

Commonwealth. The Legislature enacted Chapter 102 of the Acts of 1995, directing the

State Auditor, the Inspector General, and the House and Senate Committees on Post

Audit and Oversight to jointly prepare a comprehensive plan for oversight on the CA/T

Project. (See Appendix A for the text of Section 17 and Section 21 of Chapter 102 of the

1995 statute.) The Attorney General was also included because of his crucial role in

investigating and prosecuting civil and criminal cases of fraud and abuse. The goals of

the plan were to combine the expertise and statutor\' authority of the three offices to

target management difficulties that invite waste, fraud, and abuse, to identify cost-

savings, and to pursue enforcement and recoupment actions against those who may be

engaged in fraudulent or otherwise unlawful activity.
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Section 2B of Chapter 205 of the Acts of 1996 appropriated $2 milHon for the

implementation of the comprehensive plan for oversight. (See Appendix B for the text

of this section of the 1996 statute.) The funds could not be released until the

Supplemental Plan (Plan) creating the Oversight Coordination Commission

(Commission) for the CA/T Project was submitted to the Legislature. The Plan was

submitted in October 1996, and funds for the operation of the Commission became

available on January 21, 1997.

THE COMMISSION

By creating and funding the Commission, the Legislature has taken a groundbreaking

step in the realm of megaproject oversight. The offices of the three public officials that

constitute the Commission - the Attorney General, the State Auditor, and the Inspector

General - differ in their statutory powers and expertise. The Commission provides a

forum in which the members work closely together to coordinate and combine their

resources to detect, prevent, and prosecute cases of waste, fraud, and abuse on the CA/T
Project. Jointly, the offices provide independent state oversight to safeguard the interests

of the public that they serve.

Office of the Attorney General

An independent, elected, constitutional officer, the Attorney General is the chief lawyer

and law enforcement officer for the Commonwealth. The Attorney General prosecutes

criminal actions on behalf of the Commonwealth, and represents the Commonwealth and

its departments, officers, and commissions in civil litigation and whenever the

Commonwealth's official acts are called into question. The Office of the Attorney

General (OAG) is comprised of six bureaus: Executive, Criminal, Public Protection,

Government, Business and Labor Protection, and Family and Community Crimes. Each

bureau is dedicated to protecting the public interest and the rights of the citizens of

Massachusetts.

An important function of the OAG is to oversee law enforcement initiatives to combat

waste, fraud, and abuse in the CA/T Project. The OAG investigates and prosecutes

unlawful activities arising out of the CA/T Project, including fraud, environmental

offenses, and fair labor violations. The OAG also investigates and conducts affirmative

civil litigation, defends the Commonwealth in actions brought by third parties regarding

the CA/T Project, and collaborates with CA/T Project management on developing

aggressive proactive measures to reduce costs and prevent fraud.

Office of the State Auditor

The Office of the State Auditor (OSA) operates under the direction and control of an

independent, elected constitutional officer. The role of the OSA is to be a catalyst by
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promoting economy, efficiency, and effectiveness in state government, and to be

responsive and progressive by assisting the Legislature, state executives, and program

managers in carrying out their responsibilities. In so doing, the OSA identifies and

reports illegal acts of waste, abuse, and other inappropriate and questionable activities in

order to foster corrective actions, savings, and improved program management for the

benefit of the particular constituents and the taxpayers. The OSA provides the Governor,

the Legislature, auditees, oversight agencies, and the general public with an independent

evaluation of the various agencies, activities, and programs operated by the

Commonwealth. Section 12 of M.G.L. c.l 1 provides the power for the OSA to perform

audit work. This statute requires the OSA to conduct its work in accordance with

generally accepted government auditing standards published by the Comptroller General

of the United States.

Office of the Inspector General

The Office of the Inspector General (OIG) was established in 1981 on the

recommendation of the Special Commission on State and County Buildings, a special

legislative commission, which spent two years probing corruption in the construction of

public buildings in Massachusetts. In the first of its 12-volume report documenting its

findings of massive fraud and waste, and detailing its legislative recommendations for

reform, the so-called "Ward Commission" described the new office:

The basic concept behind the Office of the Inspector General is that any

institution... must build into itself a mechanism for self-criticism and self-

correction. . ..To prevent and detect (and the emphasis falls as much upon

prevention as detection) fraud and waste... the [Ward] Commission

designed the Office of the Inspector General to be a neutral, impartial and

independent office to fulfill that critical function.

The OIG has a broad mandate under M.G.L. C.12A to prevent and detect fraud, waste,

and abuse in government Chapter 12A provides the OIG the power to subpoena records

and people for investigations and management reviews, and to investigate both criminal

and noncriminal violations of the law. The OIG employs a staff of experienced

specialists, including investigators, lawyers, management analysts, and engineers.

Special interdisciplinary teams are formed, if necessary, to meet the unique requirements

of specific projects. Preventing fraud, waste, and abuse before it happens is the OlG's

principal objective.

THE SUPPLEMENTAL PLAN

The Supplemental Plan (Plan), submitted to the Legislature in October 1996. is the

enabling document for the Commission. The OAG, OSA. and OIG developed the Plan

with the goal of creating strong, independent, and coordinated oversight of the CA/T

Project. The members believed that through an additional commitment of independent
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oversight resources, the expenditure of bilHons of tax dollars on the CA/T Project would

be prudently protected. In the Plan, the three offices established guidelines for the

Commission and its Executive Director, and allocated work according to each office's

expertise and concerns. During development of the Plan, input was solicited from

legislators who advocated project oversight, greater coordination among the oversight

agencies, and cost savings. Input also was solicited from CA/T Project management,

which responded by identifying a number of areas where additional oversight might assist

the CA/T Project in its cost containment efforts, including mitigation agreements, force

accounts, and technical assistance.

Senior staff members of each agency meet monthly to discuss and coordinate matters of

common concern. The underlying goal of these senior staff working meetings is to

identify cost savings and to provide a forum for sharing information and coordinating

work, while avoiding unnecessary duplication of effort. The Commission also holds

quarterly coordinating sessions and includes the House and Senate Chairpersons of the

Joint Committee on Transportation and the Chairpersons of the House and Senate

Committees on Post Audit and Oversight, or their designees.

The diagram on the following page, taken from the Plan, illustrates areas of focus for

each office and the interaction between the offices, and highlights topics of common
interest that merit special attention. The section of this report entitled Joint Projects and

Coordination Initiatives on pages 8 and 9 identifies examples of how the Commission

shares responsibility and information.
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Centra] Artery/Third Harbor Tunnel (CA/T) Project

Oversight Coordination Commission

Office of the

Inspector General (OIG)

Pursue statutory mandates:

- review/con\ment on CA/T budget and

finance plan

- review/approve building construction

Monitor contracts at construction sites

Examine cost containment program

Provide tectinical assistance

Investigate suspected criminal/civil violations

Publish case studies and reviews

Contractual arrangements with Bechtel/

Parsons Brinckerhoff

Internal control weaknesses

Force accounts

Materials disposal plan

Cost recovery

Right-of-way agreements

Competitive bidding initiatives

& starutory exemptions

Criminal and civil referrals

.Joint investiganons

Office of the

State Auditor

(OSA)

Monitor change orders at

CA/T offices

Audit finance/accounting systems

Provide technical assistance on
financial/accounting issues

Review oversight, construction
and design of con tracts

.Publish audit reports

Office of the

Attorney General

(OAG)

Enforce civil/criminal laws

Defend MHD

Cut costs through alternative

dispute resolution

Review legality of bid processes

Train project managers on cost
^

avoidance measures

The bold print denoted areas of high priority for each office at the inception of the Plan.

The focus areas include activities funded by the $2 million authorized by Chapter 205 of

the Acts of 1996, annual appropriations, and other sources, such as interdepartmental

service agreements.
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THE OVERSIGHT COORDINATION COMMISSION

JOINT PROJECTS AND COORDINATION INITIATIVES

The purpose of the Commission is to serve as a forum for coordinating efforts to

scrutinize the CA/T Project and identify cost savings. The Commission has achieved

these goals in numerous ways, some of which are identified below:

• All three Commission members were interested in the CA/T Project's multi-million

dollar wrap-up insurance program. The OIG staff, having already conducted a

preliminary assessment of this program, briefed the other two offices. Because of its

greater resources and expertise on related topics, the OSA performed an extensive

review of the program and will share information with the OAG and OIG, as

appropriate.

• In the interest of teamwork, the OIG funds the Commission office, including the

Executive Director's and administrative staffs salaries, equipment, supplies, office

space, and furnishings.

• An OIG staff person has been assigned to work jointly with the OSA staff on the

CA/T Project audit effort, thus providing additional resources to on-going audit

initiatives. This sharing of resources and expertise exemplifies the cooperation

intended by the creation of the Commission.

• The CA/T Project prepared an extensive briefing for the Commission regarding

mitigation agreements, which may consume as much as 30% of the entire CA/T
Project budget. After the briefing it was determined that the OSA would conduct a

preliminary survey of the area and determine whether any areas merited additional

review or referral to other oversight agencies.

• All three Commission members expressed interest in the contractor payment process,

including so-called force accounts (agreements by which a utility or its entity uses its

own employees to perform CA/T Project-related work and then bills the CA/T Project

for the costs). The Commission agencies curtailed work until the United States

Department of Transportation Inspector General (DOTIG) had completed a review;

then the OAG and OSA deferred to the OIG's initiative in this area with the

understanding that aspects of the review could be referred to other member agencies.

• Each office evidenced a commitment to ensuring that the CA/T Project was

effectively pursuing legitimate claims against design consultants through the cost-

recovery program. The OAG and the OIG assumed primary responsibility for

reviewing this program. Because most cost recovery actions arise in the context of

change orders, the two offices will also coordinate with the OSA's review of large

change orders, particularly in the construction phase. The OSA has made several
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report recommendations that address both the cost-recovery program and the length

of time that it takes to resolve cases referred to the program.

• The OAG interacts with the other agencies on an ongoing basis. For instance, the

OAG and the OIG have entered into a formal Memorandum of Understanding setting

forth their intention to share certain information on a particular matter to the extent

permitted by law.

• The OAG referred complainant allegations to the OIG that were not suitable for civil

or criminal prosecution, but that suggested potential weaknesses in design and

construction management systems.

• The OAG retained a private consultant with expertise in preventing costly abuse on

construction contracts, formerly the Inspector General for the New York City School

Construction Authority, to provide an overview and training to Commission agency

staff The OAG subsequently invited CA/T Project staff to attend a seminar aimed at

preventing and detecting abuse and fraud on public construction projects.

• Because of its commitment to reviewing legislative proposals, the OIG has kept the

Commission apprised of pertinent legislation, with particular attention to attempts to

obtain exemptions from the public procurement laws. Similarly, the OAG advises the

other two Commission members on legislative initiatives related to strengthening

civil and criminal penalties, including false claims and whistle-blower protection

bills. The Commission may provide joint written testimony before the Legislature on

issues of mutual interest that relate to the CA/T Project.

• The OAG has requested and received assistance from the OIG in interpreting aspects

of the CA/T Project's management reporting system, including elements relating to

claims and changes. The OIG has also remained available to assist the OAG in its

extensive prevailing wage initiative and has provided in-depth background

information on CA/T Project vulnerabilities to fraud and abuse based, in part, on the

OIG's ongoing efforts to review and monitor contracts at construction sites.

EXECUTIVE DIRECTOR

The Executive Director reports to the Commission and assists the Commission in

achieving its legislatively mandated mission, established by Chapter 205 of the Acts of

1996, '"to scrutinize and recommend cost savings at the CA/T Project." The Plan calls for

the Executive Director to perform the following duties:

• Prepare agendas and coordinate meetings, including the legislatively mandated

quarterly coordinating sessions of the Commission.

• Prepare and distribute meeting minutes.

• Prepare an annual summary of the Commission's activities and such additional

reports as may be requested from the Commission by the Legislature.
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• Integrate periodic plans from the OAG, OSA, and OIG.

• Alert Commission members to the opportunities for interagency case development

and to areas of apparent duplication of effort.

• Receive and distribute to Commission members CA/T Project documents and other

materials regarding the CA/T Project.

• Expedite CA/T Project response to Commission requests for documents and

interviews, as requested by Commission members.

• Schedule, coordinate, and prepare agendas for multi-agency meetings, CA/T Project

briefings, and site tours.

• Maintain a database and library of all published documents regarding CA/T Project

oversight, including those released by the OAG, OSA, and OIG.

• Develop a working relationship with federal oversight agencies with an interest in the

CA/T Project, particularly the GAO, DOTIG, and Federal Highway Administration

(FHWA), and, when so directed, coordinate Commission activities with those

agencies.

• Monitor legislation and respond to requests for reports published by the Commission

or its member agencies.

• Receive from the public, and direct to appropriate Commission members, complaints

regarding waste, fraud, and abuse.

• Prepare responses to media and legislative inquiries regarding the work of the

Commission members on the CA/T Project, at the direction of the Commission.

• Perform other coordination functions, as directed.

The OAG, OSA, and OIG were responsible for the advertising and hiring of the

Executive Director of the Commission, as well as developing the job description and

duties of the position. Requirements for the position included: a JD, MPA, MBA, or

other equivalent graduate degree, three years of governmental experience, and experience

working with complex public construction projects. After a vigorous and extensive

recruitment and interview process, the Commission members selected the new Executive

Director, who began work as soon as the funds became available at the end of January

1997.

ACTIVITIES AIMED AT COORDINATION AND COMMUNICATION

The Commission is the forum through which its members communicate ideas, share

information, and coordinate oversight activities. The individual members, however, are

sensitive to their respective agency's confidentiality obligations at all times. Mindful of

this requirement, the following summarizes the activities of the Commission that were

facilitated by the Commission's staff during the past year.

Quarterly Coordinating Sessions

Consistent with its statutory mandate, the Commission schedules a coordinating session

on at least a quarterly basis and includes the Senate and House Chairpersons of the Joint
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Committee on Transportation and the Chairpersons of the Senate and House Committees

on Post Audit and Oversight, or their designees. Discussion during the meetings revolves

around information exchange, case coordination, and updates on legislative initiatives.

The Commission held the following coordinating sessions:

• May 22, 1997 : The first quarterly coordinating session included the

introductions of Commission members, the Plan, the history of the

Commission, the False Claims Act, and the areas of focus and upcoming work
objectives of each agency.

• October 10, 1997 : During the second quarterly coordinating session.

Commission members emphasized information sharing and work assignments,

including mitigation, wrap-up insurance, construction practices (change orders

and cost recovery), the CA/T Project budget and financing, a joint seminar on

cost avoidance, the CA/T Project requests for assistance, the dedicated

hotline, the weekly distribution of materials, and the megaproject

questionnaire.

• February 24. 1998 : The session focused on the Commission's progress in

achieving its coordination mission. Through funding provided to the

Commission, more staff had been assigned to work exclusively on CA/T
Project oversight. Areas of work included wrap-up insurance, the East Boston

Water & Land Tunnel Interface audit, the Fort Point Channel audit, the CA/T
Project public relations campaign. CA/T Project financing, and developing the

dedicated hotline. Legislative representatives updated the Commission on the

status of the Transportation Bond Bill, and the False Claims Act.

• April 7. 1998 : During the fourth quarterly coordinating session. Commission

members summarized their oversight activities during the past year. Members

spoke about the hotline, the request for response for hiring an independent

consultant to review the financing aspect of the CA/T Project, the ongoing

review of mitigation agreements, and the megaproject questionnaire.

Legislative comments included a status of the Transportation Bond Bill, the

False Claims Act, and congressional deliberations on federal funding for

transportation projects.

Senior Staff Working Meetings

A primary purpose of the Commission is to ensure that the member agencies coordinate

their work at the CA/T Project. To achieve this goal, senior staff from each office have

met monthly in the office of the Commission to discuss pending CA/T Project matters

and issues of mutual concern. Commission members discuss, within the confidentiality

constraints of each of their offices, work for the past month and objectives for the

upcoming month on CA/T Project issues.
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Hotline Research

At the direction of the Commission, the staff conducted research on various fraud

hotlines throughout the country. A number of agencies were contacted, including the

DOTIG, the New York City School Construction Authority, Crime Stoppers

International, the United States Environmental Protection Agency, and the

Commonwealth of Massachusetts Department of Environmental Protection. The

information from these agencies, including costs, marketing strategies, and procedures

for the hotline programs, was presented to the Commission and used by the OAG in

developing a fraud hotline.

Megaproject Questionnaire

A survey is being prepared to ascertain the nature and effectiveness of oversight at

twenty-five other "mega" (over $1 billion) public construction projects throughout the

United States. Calls were placed to each project to gather basic information, after which

a survey questionnaire was prepared. The data from the survey will be used to:

• Detail how other states are managing oversight by describing the

organizations and their operational objectives and goals.

• Document each respondent agency's assessment of the oversight effort,

including the strengths and weaknesses that have been identified.

• Learn from the experiences of other oversight programs and apply them to

efforts on the CA/T Project.

A report will be presented to the Commission after the survey is completed.

Communication

In order to keep Commission members current on the CA/T Project developments and

related matters each week, the Executive Director delivers timely informational material.

Materials include reports, journals, articles, newspaper clippings, audio and video tapes,

photographs, announcements, briefings, and correspondence generated by staff in the

previous week relating to the CA/T Project. Conversations with Commission members

occur on a regular basis, and the Executive Director meets regularly with a CA/T Project

representative.

CA/T Project Briefings & Site Tours

The Commission has charged the Executive Director with scheduling CA/T Project

briefings and site tours, including the CA/T Project's insurance program, force accounts,

and material disposal program. The briefings include CA/T Project overviews, detailed
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presentations, handouts, and site tours. To date, Commission members have toured the

Ted WilHams Tunnel, Atlantic Avenue (slurry wall construction and Red Line

underpinning). Fort Point Channel (casting basin). Vent Building #6, South Boston

Bypass Road, Haul Road, Governor's Island, Subaru Pier, and Quarry Hills.

Database

The Commission has also assigned the Executive Director the responsibility for

maintaining in a central location a database and library of all published documents

pertaining to the CA/T Project. In order to establish the most effective database and

library, staff researched the matter and concluded that the Internet would be the most

efficient means for accessing the information.
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SUMMARY OF WORK

Oversight activities of the Commission members' offices are summarized below.

^

OFFICE OF THE ATTORNEY GENERAL

Since the CA/T Project's inception, the OAG has dehvered substantial cost savings to the

Commonwealth through its success in litigation. In 1997, the Attorney General was

enabled to undertake an affirmative oversight role with respect to the CA/T Project when
the Legislature appropriated the necessary funding. Considerable legal and investigative

resources can now be focused exclusively on the CA/T Project. The value of crimes

prevented and fraud deterred is, of course, inestimable.

The OAG dedicated a twenty-four hour anonymous "hotline" service to CA/T Project

oversight in order to facilitate the reporting of tips, leads, and information. The OAG has

reviewed a number of allegations of fraud, both civil and criminal, which have been made
concerning the CA/T Project. Due to the OAG policy of refraining from comment on

investigations, much of the Attorney General's work in this area is not in public view.

The Attorney General has initiated proactive measures to combat improper activities and

contain costs on the CA/T Project, including anti-fraud and cost-containment training

sessions. Also, the Attorney General has co-sponsored False Claims Act legislation

which, when passed, will further protect the Commonwealth's funds and enhance its

oversight capabilities.

Civil Litigation

The Attorney General investigates allegations that may result in civil cost-recovery

actions, and proposes systemic changes to deter fraud and other problems that may arise

on the CA/T Project. The Attorney General also defends the Commonwealth in a variety

of contract, eminent domain, environmental, and other matters regarding the CA/T
Project, saving hundreds of millions of dollars to date, and avoiding disruptions to the

CA/T Project.

The Attorney General recently instituted an environmental cost-recovery action against a

subcontractor alleged to have unlawfully and unsafely handled, stored, and disposed of

asbestos-containing materials during the demolition of the Anelex Building at 150

Causeway Street in Boston. This action is pending in Suffolk Superior Court.

In March 1998. the Attorney General won a significant decision against Spaulding

Rehabilitation Hospital, which had claimed that the CA/T Project was obligated

^ See pages 8 and 9 for specific examples ofjoint undertakings.
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contractually to take the hospital by eminent domain and pay for its relocation. The

Spaulding decision, which followed a 44-day trial, saved the CA/T Project and taxpayers

as much as $100 million. This case is now on appeal.

In three federal and state cases, the Attorney General successfully defended the CA/T
Project's decision to change the design of roads and highways that will cross the Charles

River. Under the selected redesign plan, two parallel bridges will cross the river.

Plaintiffs sought the adoption of a redesign plan that included tunneling under the Charles

River, which would have increased the CA/T Project cost by hundreds of millions of

dollars. Plaintiffs also sought to stop construction of the entire CA/T Project. A fourth

case remains pending in state court.

In two actions relating to the ventilation buildings for the depressed and covered portions

of the new highway and tunnel, the Attorney General successfully defended new state

environmental regulations specifically designed to address these indirect sources of air

pollution. General regulations intended for "stationary sources" of air pollution would

have called for the use of technologically inappropriate pollution control equipment.

The Attorney General also successfully defended a MassHighway bid specification that

included a provision requiring all successful bidders to become signatories to a project

labor agreement previously negotiated with a number of affiliated unions engaged in the

building and construction trades. The CA/T Project labor agreement, among other things,

contains a "no strike" clause that virtually eliminates the risk of delay due to labor

disputes, and sets forth uniform provisions on overtime, shifts, holidays, pay, and

benefits.

The Attorney General has defended numerous claims brought by property owners after

their properties were taken by eminent domain for the CA/T Project. To date, the

Attorney General has saved the CA/T Project more than $72 million in inflated

compensation claims brought in the eighteen separate cases that have been resolved.

In other actions, the Attorney General successfully has defended actions brought by

various plaintiffs who improperly have sought to enjoin the CA/T Project from specific

construction, to obtain relocation assistance and damages, and to halt construction of the

CA/T Project during a detailed study of the plaintiff s own alternative plan to build a

bypass bridge around Boston.

Finally, in a case initiated by a relocation contractor against MassHighway for

outstanding payments, the Attorney General counterclaimed that the contractor had

submitted false claims. The case eventually resulted in CA/T Project savings of

approximately $600,000 and the debarment of the contractor and certain of its principals.
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Criminal Litigation

The Attorney General has investigated and prosecuted numerous individuals and

corporations for violations of law on the CA/T Project. The OAG receives allegations

from a variety of sources, including the Commission members, and investigates such

matters with assistance of internal investigators and the Massachusetts State Police.

These investigations typically involve allegations of the following crimes: procurement

fraud, larceny, false claims, prevailing wage violations, and worker's compensation

fraud.

Specifically, the OAG indicted a bidding contractor on the CA/T Project in the fall of

1997 for procurement fraud. Section 67A of M.G.L. c.266, the procurement fraud

statute, prohibits, among other things, anyone from intentionally: (1) making a material

statement that is false; (2) omitting or concealing a material fact in a written statement; or

(3) submitting or inviting reliance on a material writing or recording that is false, altered,

or otherv\'ise lacking in authenticity "relative to the procurement of supplies, services, or

construction... within the jurisdiction of any department, agency or public instrumentality

of the Commonwealth, or any political subdivisions thereof" The subject contractor, who
bid $7 million on a surveying project as part of a joint venture with other surveyors, was

charged with submitting certification forms bearing forgeries as part of his company's bid

package. Although the defendant's company was the lowest bidder, CA/T Project

officials ultimately awarded the contract to the next lowest bidder in light of the alleged

fraud. The case is pending in Suffolk Superior Court.

Additionally, the OAG indicted sixteen individuals and seven corporations who employ

truck drivers on the CA/T Project, for violating prevailing wage, unemployment, and

worker's compensation laws. These laws govern fundamental aspects of the CA/T
Project. Under the prevailing wage law, the contractors and subcontractors are required

to pay their truck drivers a minimum of $27.00 to $29.00 per hour, depending on the

specific contract and the classification. The employers additionally are required to file

certified payroll records with the CA/T Project identifying all of their employees and

their respective salaries. Moreover, these employers are obligated to provide worker's

compensation coverage through either an independent carrier or self-insurance. The

defendants in these cases are charged with failing to pay numerous truck drivers the

prevailing wages, failing to submit correct certified payroll records, and failing to provide

the mandatory worker's compensation coverage. In total, the defendants are alleged to

owe in excess of $500,000 in back wages. All of these cases were commenced in Suffolk

Superior Court and currently are pending.

Anti-Fraud and Cost-Containment Training

In order to help the Commission and its individual members detect waste, fraud, and

abuse on the CA/T Project, the OAG organized and sponsored a full-day construction-

fraud training seminar in May 1997. A nationally recognized expert in the field of public

construction fraud addressed members of the OAG on methods of reducing waste, fraud.
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and abuse on large-scale construction projects. A segment of this seminar also was

presented to representatives of the OIG and OSA.

At the request of the OAG, the consultant returned in March 1998 to speak with OAG
and CA/T Project personnel in greater detail about cost-containment and anti-fraud

measures on the CA/T Project. The focus of this second training session was to more

accurately identify potential vulnerabilities of the CA/T Project and ways to best monitor

and overcome them. CA/T Project personnel outlined cost-containment and anti-fraud

measures currently in place, and participated in a subsequent discussion. Additional

seminars will be conducted as necessary.

False Claims Act

The Attorney General has co-sponsored False Claims Act legislation, House Bill 4164,

that significantly would enhance the ability of the Commonwealth to recover state funds

that are obtained improperly through the submission of false claims or false statements to

the Commonwealth, or to its agencies or contractors. Effective cost-recovery actions

under the statute, including "whistleblower" actions, may have the additional beneficial

effect of reducing the incidence of such activities.

The False Claims Act would add to the civil investigative tools available to the OAG, and

would authorize the Commonwealth to recover treble damages, a civil penalty for each

false or fraudulent submission, costs, and attorney's fees from persons found liable.

Also, in order to meaningfully encourage private "whistleblowers'" to come forward with

information about such false claims or false statements, which otherwise may remain

undetected by the affected state agencies, the statute would enable such persons to share

in the Commonwealth's recovery in certain circumstances, and would protect them from

retribution by their employers.

The enactment of the False Claims Act would have special significance with respect to

the CA/T Project, in light of the hundreds of parties and billions of dollars it involves. It

is expected that cases brought under the statute would generate additional matters for

further investigation, review, and audit by the Commission member agencies.

False Claims Act legislation was discussed with legislative staff at a quarterly

coordinating session of the Commission, and subsequently was passed to be engrossed in

the Senate by unanimous vote. As of this writing, the legislation is pending in the House

Committee on Ways and Means. The OAG has compared the House and Senate bills,

and has proposed certain technical amendments that would facilitate the implementation

of the statute.
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Fair Labor and Business Practices Enforcement

In early 1997, the Attorney General initiated a comprehensive review of potential wage

violations on the CA/T Project. This review encompassed hundreds of interviews of

truck owners and operators, scrutiny of numerous certified payroll records and other

relevant documents, and repeated inspections and visits to various contract sites on the

CA/T Project, including certain landfills. These enforcement measures resulted in six

settlement agreements in which the owner/operators agreed to pay back wages of

$130,000 to their employees, and to refrain fi"om entering into new public construction

contracts with the Commonwealth or any municipality for six months. The Attorney

General's review of wage violations is ongoing.

The OAG meets with MassHighway and CA/T Project personnel on a regular basis

regarding wage violations, and has conducted a training seminar for MassHighway

personnel and CA/T Project resident engineers to better educate them as to compliance in

this area.

Information Gathering

The OAG is creating a consolidated database of all contractors and primary

subcontractors on the CA/T Project. Information is being obtained from Commission

members and the CA/T Project. The goal of this endeavor is to compile comprehensive

information regarding all key CA/T Project players, which would facilitate investigations,

enforcement, and prosecution.

Fraud Hotline

The OAG implemented a Big Dig Fraud Hotline, 1-888-TIP-BGDG, to help identify

potential fraud, waste, and abuse on the CA/T Project. The hotline was established in

cooperation with other Commission members.

The toll-free hotline was designed following an analysis of different types of fraud

hotlines in a variety of industries. The hotline is answered by OAG personnel during

business hours and by voicemail during other hours. Calls that can be better addressed by

a different agency are referred accordingly. All calls to the hotline are confidential.
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OFFICE OF THE STATE AUDITOR

Due to the importance and magnitude of the CA/T Project, the OSA has been reviewing

and assessing the system of internal controls the CA/T Project has established for

estimating, monitoring, and controlling project costs in order to identify system

weaknesses and opportunities for savings, cost avoidance, and adhering to scheduling and

performance requirements. OSA audit work has resulted in seven interim reports to date,

which have identified $180 million in waste and questionable expenses. With the design

activities nearing completion, the major project expenditures are now focusing on

construction.

OSA REPORTS

The CAT Project Counterclockwise Loop Viaduct in East Boston

In July 1997, the OSA issued a report on the design and construction costs associated

with a section of roadway that joins Logan Airport to the Third Harbor Tunnel roadway,

referred to as the Counterclockwise Loop Viaduct (CLV). The CLV is a series of ramps

connecting the tunnel with the arrivals and departures roadways at the airport. The OSA
concluded that the CA/T Project incurred additional design and construction costs of

approximately $8.4 million by not resolving a major design issue with the Massachusetts

Port Authority (Massport) in a timely manner.

MassHighway Bridge Maintenance Activities

MassHighway has the responsibility for planning, designing, maintaining, and operating

a safe and efficient highway and bridge transportation system. MassHighway is

responsible for 4,455 bridges, of which 2,909 are state owned and 1,546 are locally

owned. Although the respective communities are responsible for their own bridges,

MassHighway generally replaces, rehabilitates, and inspects these bridges on behalf of

and to assist the local communities since local resources are usually limited. In

December 1997, the OSA issued a report concerning MassHighway' s activities relating

to how well bridge activities were managed and whether those activities resulted in

efficient, economical, and effective use of resources. The report disclosed that

MassHighway had 669 bridges (15%) under its purview that were structurally deficient,

and 1,176 (26%) that were functionally obsolete, together making up 1,845, or 41% of

the total number of bridges in MassHighway's care.

The report also concluded that the condition of the Commonwealth's bridges will remain

a problem for some time unless increased resources are devoted to bridge rehabilitation

and replacement. MassHighway estimated in a 1994 report that it would cost $2.1 billion

to rehabilitate, replace, or maintain the current backlog of deficient bridges in just the

geographical area covered by the Boston Metropolitan Planning Organization, not the

entire state. For federal fiscal years 1992 to 1996, the Commonwealth used
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approximately $304 million, or 47% of the $646 million in available federal ftinds, for

bridges statewide. Of the remaining $342 million, $304 million was or will be used on

the CA/T Project. MassHighway officials reported to FHWA that they will substantially

increase the use of federal bridge funds for the CA/T Project in the upcoming years.

Although MassHighway officials contend that they will continue to use state funds to

offset the use of federal bridge funds for the CA/T Project, future federal funding

constraints may affect MassHighway' s ability to meet its statewide needs.

INCREASED OVERSIGHT

Section 1 7 of Chapter 1 02 of the Acts of 1 995 required "additional on site auditors and

investigatory personnel to monitor activities related to the Central Artery/Third Harbor

Tunnel Project." Section 2B of Chapter 205 of the Acts of 1996, which created the

Commission, required members to "scrutinize and recommend cost savings in said

Central Artery/Third Harbor Tunnel project." In accordance with those requirements, the

OSA utilized the funds provided with the establishment of the Commission to

significantly increase its on site audit staff Prior to the establishment of the Commission,

the OSA had three audit staff reviewing CA/T Project activities. The OSA now has nine

full-time audit staff and an Assistant Audit Director assigned to on site oversight of CA/T
Project activities. In addition, there are other senior management audit staff who
continue to devote time and effort towards the OSA and Commission oversight

responsibilities along with an appropriate level of support staff In the first year of the

Commission's operation, the OSA has initiated four assignments at the CA/T Project.

CA/T Project Insurance Program

While design and construction contractors generally purchase their own insurance and

recover costs through their various contracts, the CA/T Project purchased "wrap-up"

insurance that provides contractors working at the CA/T Project with coverage for a

variety of risks. Wrap-up insurance programs usually result in lower total insurance costs

for a number of reasons, including the elimination of redundant insurance services and

profit margins associated with the purchase of insurance by each contractor and

subcontractor. CA/T officials estimated that the CA/T Project will realize approximately

$826 million in insurance savings by using a wrap-up insurance program. According to

CA/T Project officials, these insurance savings will be returned to the CA/T Project in

2017, long after completion of the CA/T Project.

Approximately 64% or almost $500 million of the estimated CA/T Project wrap-up

insurance program cost of about $779 million, represents worker's compensation

insurance coverage while approximately another 30% or almost $234 million is

represented by general liability insurance costs.

The CA/T Project entered into agreements with the American International Group (AIG)

of New York City to provide worker's compensation and general liability insurance. The
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worker's compensation agreement contains a large deductible. Specifically, the CA/T
Project is responsible for individual claims up to $1 million and up to $3 million per

event. The general liability agreement likewise contains a large deductible or loss limit.

Specifically, the CA/T Project is responsible for claims up to $2 million per insured

individual per occurrence and up to $6 million per occurrence for all insured individuals.

During our audit period, there were no worker's compensation or general liability claims

individually or in the aggregate that exceeded the deductible amounts, and accordingly

AIG has not been required to pay any claims on its own behalf The OSA is reviewing

the CA/T Project's monitoring and administration of its insurance program to identify

possible cost savings that could be used to alleviate the potential shortfall of funding for

the CA/T Project.

Third Harbor Tunnel/Bird Island Flats Interface

This ongoing review is concerned with the design and construction activities associated

with the interface between the Third Harbor Tunnel and the Bird Island Flats land tunnel

in East Boston. In addition to reviewing the design and construction contracts, the OSA
examined the various change orders and additional costs incurred. Under the terms of the

original contracts, MassHighway paid the design and construction contractors to design

and construct a watertight work environment and tunnel interface. It did not materialize

for several reasons. As a result, the CA/T Project had to issue approximately $10 million

in change orders. The OSA is reviewing MassHighway' s rationale for absorbing the cost

of these change orders.

CA/T Project Mitigation Activities

A substantial portion of the CA/T Project's budget will be used for mitigation. The CA/T
Project mitigation deals with negotiations or actions taken to lessen the impact of the

CA/T Project's construction on the community and the environment.

The CA/T Project has developed extensive mitigation efforts to offset and minimize the

impacts during construction and when the CA/T Project is completed. Many mitigation

components are established as CA/T Project-wide efforts, while others are developed as

very distinct elements created for specifically identified areas, agencies, abutting property

owners, businesses, residents, and constituents.

The overall CA/T Project mitigation framework was outlined in the CA/T Project

environmental documentation known as the Final Supplemental Environmental Impact

Statement/Report, and various mitigation agreements and related approval

documentation, such as the federal Record of Decision and the Massachusetts

Environmental Policy Acts Certificates.

Just as major highway projects undergo revisions and refinements as the project moves

through the preliminary engineering, final design, and construction phases, the resulting
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mitigation is revised and refined as well. The CA/T Project staff have described the

mitigation process as "evolutionary" in that the CA/T Project's mitigation framework,

which was established through the environmental review process, is continuously being

developed and defined through formal written agreements and through the environmental

permitting process.

Some CA/T Project officials estimate that up to one-third of the CA/T Project's total

costs will be devoted to mitigation. Consequently, mitigation is a significant factor in the

total cost of the CA/T Project. The OSA is reviewing various aspects of the CA/T
Project to determine the impact of mitigation on CA/T Project costs and potential steps

that could be taken to lessen this cost impact.

Fort Point Channel Crossing

Currently, an audit is underway of the Fort Point Channel Crossing which will connect

the existing Turnpike to the Ted Williams Tunnel. This connection will be accomplished

by inserting a series of multi-lane turmels under the active railroad lines at South Station

between the Post Office Annex, commuter rail lines, and a major industrial complex. It

will also pass over the MBTA's Red Line. This work area is complicated by the

requirements that the construction cannot interfere with the operations of the adjacent

Post Office Annex, commuter rail lines, or the major industrial complex. The channel

crossing has been divided into several design packages and construction packages, which

have an estimated construction value of $1 billion. The OSA is evaluating the various

major design changes due to the poor soil condition found in the area.

LEGISLATIVELY MANDATED REVIEW

Joint Assessment Study of Segments of the Metropolitan Highway System to be

acquired by Massport

Pursuant to Chapter 102 of the Acts of 1995 and Chapter 3 of the Acts of 1997, Massport

will enter into a Roadway Construction and Transfer Agreement with the

Commonwealth, under which Massport will acquire certain segments of the Metropolitan

Highway System (MHS) at a cost not to exceed $300 million.

Chapter 3 of the Acts of 1 997 also authorized and directed that Massport, MassPike, the

Executive Office of Administration and Finance, the OSA. and the Division of Capital

Planning and Operations undertake a joint assessment study to identify assets that may be

acquired by Massport. In conjunction with the study, the OSA is examining the adequacy

of the estimated valuation of the assets identified by the study.
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SPECIAL EXAMINATIONS

Anonymous Allegations

The OSA occasionally receives anonymous allegations of waste, abuse, and illegal

activities at the CA/T Project. On such occasions, the OSA conducts an investigation to

quickly assess the merits of the allegations. If warranted, the allegation is pursued by the

OSA or would be referred to the OAG or the OIG, as appropriate.
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OFFICE OF THE INSPECTOR GENERAL

An interdisciplinary team within the OIG monitors the design and construction by

MassHighway of the CA/T Project. The team is funded in part by funds provided by the

Legislature for additional oversight initiatives under the auspices of the Commission.

With the funds released in 1997, the OIG has focused its efforts on staffing and equipping

the Commission, fulfilling legislative mandates, and framing reviews and

recommendations proactively - that is, with a focus on future opportunities for

improvement - wherever possible.

The OIG team conducts reviews originating primarily from three sources: legislative

directives; staff assessments of management systems particularly vulnerable to waste and

abuse; and CA/T Project requests for technical assistance. The OIG has also undertaken

joint projects with other state oversight agencies, particularly the two other Commission

members' offices - the OAG and OSA. Regardless of how a case or review originates,

coordination and avoiding duplication of the efforts of other oversight agencies are high

among the issues the OIG considers as it structures cases and deploys resources. Specific

examples of oversight coordination, including joint projects, appear elsewhere in this

report.

LEGISLATIVELY MANDATED REVIEWS

CA/T Project Financing

Section 21 of Chapter 102 of the Acts of 1995 directed the OIG to study CA/T Project

financing and "recommend adjustments and corrections to the budget and project plans in

order to ensure the long term financial stability of the Central Artery/Third Harbor

tunnel[.]" In pursuit of that charge, the OIG drafted a detailed request for responses

(RFR) aimed at soliciting competitive proposals from firms qualified to conduct and

deliver an independent assessment of the CA/T Project financing plan.

To ensure that the strategy would be responsive to the legislative intent in light of new

developments since the original bill language was crafted, the OIG circulated a

confidential draft of the RFR to relevant parties. The Inspector General is considering

the feedback he received and will in 1998 determine whether to advertise for an outside

firm to do the work or hire staff in-house to deliver the mandated work products.

Building Construction

Section 67 of Chapter 205 of the Acts of 1996 (the transportation bond bill) states in

Section 21 of Chapter 102 of the Acts of 1995 (See Appendix A), in addition to directing the development

of a comprehensive oversight plan for the CA/T Project, further directed that the plan include the creation

of an office within the OIG.
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pertinent part:

[MassHighway] shall have jurisdiction over the selection of designers

performing design services in connection with the ventilation of buildings,

utility facilities and toll booths to be constructed as part of the central

artery/third harbor tunnel project, and shall construct, control, supervise,

or contract for said structures; provided, however, that no construction

or contractual agreement for construction shall begin prior to the

review and approval of the inspector general. The inspector general

shall file with the house and senate committees on ways and means and

the joint committee on transportation all notices of approval for projects

undertaken pursuant to the provisions of this paragraph. [Emphasis

added.]

The statutory requirement for the Inspector General's approval was new with this

legislation; previously, only review and comment was required. The OIG conducts these

statutorily mandated reviews and addresses the results to the CA/T Project, the

Legislature, and others as appropriate.

The first contract to be subject to the new requirement will be the $7-11 million East

Boston Toll Facility, which the CA/T Project plans to put out to bid, and award the last

quarter of 1998. In order to complete the review without unnecessarily delaying the

CA/T Project schedule, the OIG initiated the preliminary phase of the analysis in the fall

of 1997. Timely completion of the review is dependent upon timely receipt of documents

from the CA/T Project. In keeping with the Commission's legislative mandate, the OIG
will provide a briefing on its findings on this and subsequent reviews to the other

Commission members.

OIG INITIATIVES

Report: A Review of the Central Artery/Tunnel Project's Materials Testing

Laboratory Function

In December 1997, the OIG issued the results of a review of the CA/T Project's Materials

Testing Laboratory, which is responsible for ensuring that construction materials such as

concrete and steel meet CA/T Project specifications. This report focused on the CA/T

Project's creation of the laboratory services. The laboratory opened in 1991 and

taxpayers have already paid more than $26 million for MassHighway's consultant, the

joint venture of Bechtel/Parsons Brinckerhoff (B/PB) to design, construct, operate, and

maintain the facility. The OIG estimated that the laboratory will cost an additional $26

million between now and the scheduled completion of the CA/T Project in 2004.

The OIG reached several conclusions concerning the CA/T Project: management did not

comply with all applicable state laws and regulations in developing the laboratory; at

least $5 million had been spent unnecessarily for design, renovation work, relocation

expenses, and fees paid to B/PB; and CA/T Project management should include the CA/T
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Project laboratory operations in cost containment initiatives at this point in the CA/T
Project. Cost savings may result from transferring certain CA/T laboratory functions to

MassHighway's already existing statewide materials testing laboratory, using outside

laboratories, or some combination of the two.

In response to the report, the CA/T Project Director stated that the laboratory has

provided a good value to the CA/T Project and the Commonwealth and that careful

analysis of options is conducted when necessary. The CA/T Project Director also

disagreed with the OIG's conclusion that MassHighway violated state law and stated that

the laboratory would be the subject of continuing analysis to identify more cost-effective

alternatives.

The Early Opening of the Third Harbor Tunnel

In December 1997, the OIG completed an examination of the costs of the early opening

of the third harbor tunnel now known as the Ted Williams Tunnel. The OIG found that

MassHighway underestimated the cost of the "accelerated" early opening of the Tunnel,

which occurred later than had been planned, the CA/T Project may have overestimated

the economic benefits of the early opening, and the FHWA does not fund all early

opening costs.

The OIG is concerned that costly early opening initiatives will increase the financial

burden of the CA/T Project for Massachusetts taxpayers. In light of decreasing FHWA
financial participation in the CA/T Project and the CA/T Project's attempts to control

costs, any decision to expend resources on an early opening initiative should be examined

closely. The public benefit to an early opening initiative should clearly outweigh the

costs of the initiative for an early opening to make financial sense at this point in the life

of the CA/T Project.

In a letter of response, the CA/T Project took issue with some of the concerns

documented in the OIG review and concluded by stating that "the Project's central goal

remains to open facilities for beneficial use at the earliest possible dates, so that the

economic impact of increased mobility can begin to accrue. . . . We will apply the same

technique to future milestones."

The Value Engineering Change Proposal (VECP) Program

In 1997, the OIG followed up on programmatic concerns raised in its December 1996

report on the VECP program. The VECP program provides construction contractors with

an opportunity to propose design changes or changes in construction methods during

construction. These proposals aim to create cost savings, reduce schedules, and/or

enhance constructability. If the CA/T Project implements a VECP. the contractor

receives one-half of the net cost savings as an incentive bonus.
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In May 1997, the OIG advised the CA/T Project that CA/T Project staff had not included

schedule savings in a VECP cost-savings analysis. Apparently, staff held aside proposed

schedule reductions for future negotiations and trade-offs with the contractor. The OIG
advised the CA/T Project that these actions sacrifice savings opportunities and create

vulnerabilities to fraud and abuse.

The CA/T Project responded by stating that schedule savings are included in the final

VECP savings estimate after the completion of what could be a lengthy negotiation

process between the CA/T Project and a construction contractor.

Subaru Warehouse Security

An OIG investigation of security measures at certain CA/T Project locations revealed that

Building 13 at the Black Falcon Terminal in Boston, also known as the Subaru

Warehouse, was not secured against unauthorized entry. The building houses electrical

equipment and approximately $300,000 of copper cable purchased for construction of the

Ted Williams Tunnel as well as core samples from the CA/T Project soil testing program.

Surveillance by the OIG disclosed evidence that copper cable had been stolen from the

warehouse. A March 1997 letter from the OIG to the CA/T Project Director urged the

CA/T Project to secure the building and maintain a current inventory of all warehoused

equipment and materials.

The CA/T Project concurred with the OIG's concerns in an April 1997 letter describing

the enhanced security measures implemented at the site as a result of the OIG
investigation.

Public Information Outreach Initiative Contract

Early in 1998, the OIG sent the CA/T Project a preliminary critique of the CA/T Project's

request for qualifications/proposal to firms interested in conducting a one-year. $2

million public information/public relations campaign with the potential for a one-year

extension. The OIG's letter questioned the purpose of the expenditure and recommended

that the CA/T Project clarify the selection criteria, the work products that were to be

delivered, the evaluation component, and the method by which payment would be made.

The CA/T Project responded by clarifying aspects of the selection process and

committing to monitoring costs closely, instituting cost containment measures (e.g., using

in-house staff instead of the consultant to perform some of the work and pressing the

consultant to arrange for pro bono work), and independently evaluating the contractor

before granting an extension. CA/T Project staff kept the OIG apprised during the

negotiation process and appear to have improved the process as a result of oversight

agency input.
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Legislative Reviews and Recommendations

The OIG is obligated under its enabling statute (M.G.L. c. 12A) to review legislation and

make recommendations concerning the effect of the legislation on the prevention and

detection of fraud, waste, and abuse. Throughout the session, the OIG reviewed and

commented on CA/T Project-related bills, including the following:

• House No. 1261 proposed to create the MHS and to designate the Massachusetts

Turnpike Authority (MassPike) as the owner/operator of the new system, which

would include the CA/T Project facilities once construction was completed. The OIG
did not object to the new MassPike role, but recommended several changes: retain

control over the issuance of debt for the MHS; subject MassPike to statutory reforms

aimed at ensuring open, fair, and robust competition when disposing of real property;

strike proposed language that appeared to excuse MassPike from potential liabilities

and disputes during MHS construction; and fund additional independent state

oversight of the CA/T Project.

• House No. 1 1 7 would authorize MassHighway (and the CA/T Project) to abandon the

Commonwealth's construction bid laws and use whatever alternative methods of

construction it wished. The OIG has consistently objected to the wholesale grant of

power to any entity, including MassHighway, to jettison at will essential statutory

safeguards. The OIG has not objected to innovative procurement practices that are

undertaken in a prudent, cost-conscious manner; however, any experimentation

should be carefully planned, controlled, and evaluated. To that end, the OIG
recommended amended language and offered to work with MassHighway staff to

develop other language that would permit innovation without sacrificing the public

interest.

• House No. 1636. a 1997 transportation bond bill, presented the opportunity for the

OIG to again analyze and weigh in on vulnerabilities created by designating

MassPike - an independent authority not subject to the same laws and regulations that

govern MassHighway - as the owner/operator of the MHS.

• House No. 4987 addressed bond authorization requirements of the Massachusetts Bay

Transportation Authority (MBTA), and also proposed significant changes in

previously established public policy, including authorizing the MBTA,
MassHighway, MassPike. and Massport to use whatever alternative methods of

procurement and construction they wished on certain projects. In addition to

recommending amended language to encourage innovation while safeguarding the

public interest, the Inspector General advised the Legislature of plans to evaluate the

CA/T Project budget and financing. The next iteration of the bill (House No. 5432)

included most of the language the Inspector General had recommended.
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TECHNICAL ASSISTANCE

Bidder Attraction

In response to a CA/T Project request, the OIG reviewed the CA/T Project's bidder

attraction program (BAP). The CA/T Project began the BAP in an attempt to attract a

greater pool of construction contract bidders for the CA/T Project. By letter in July 1997,

the OIG reported to the CA/T Project that even though the CA/T Project met its limited

BAP program goal of attracting additional bidders, problems created by B/PB's

management of the program impeded the program's effectiveness. The letter

recommended improvements to the program.

The CA/T Project responded by stating that it believed the BAP met its goal and that

B/PB performed satisfactorily. The CA/T Project acknowledged that more could be done

to attract bidders through additional efforts but that no decision had been made to initiate

new efforts.

The Field Engineer's Inspection Handbook

In response to a CA/T Project request, the OIG reviewed the CA/T Project's Field

Engineer's Inspection Handbook (FEIH). The FEIH is intended to provide field-

engineering staff with uniform guidelines for judging the acceptability of construction.

By letter of May 1997, the OIG advised the CA/T Project that the FEIH was an adequate

reference tool for experienced field staff but might be too general for inexperienced or

new staff. The OIG also concluded that the FEIH could be made more user friendly and

could be refined through the addition of references to CA/T Project procedures and

guidelines for professional conduct. In addition, the OIG found that B/PB did not

adequately review the FEIH when instructed to by MassHighway and that B/PB failed to

follow CA/T Project procedures for the distribution and control of the FEIH.

In response, the CA/T Project wrote that the letter was shared with relevant CA/T Project

personnel "to maximize the awareness of this report and its recommendations and to

make others aware of your important role in assisting the Project."

Resident Engineer Filing System

By letter in February 1998, the OIG provided the CA/T Project with the results of a

technical assistance review of the resident engineer (RE) filing system. In May 1996, the

OIG had provided similar assistance by completing a technical assistance review of

B/PB's construction management practices including compliance with procedures

governing the filing system. The review, based on examination of RE files in

construction site offices and interviews with relevant B/PB staff, disclosed that

weaknesses still existed in the collection and maintenance of information by B/PB field

staff Introduction of a new construction management computer system may rectify some
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of the problems, but inconsistencies in documentation could continue to compromise the

Commonwealth's position in recovery actions and claims disputes.

Automated Technology Office

In response to a CA/T Project request, the OIG reviewed the procurement practices of the

CA/T Project's Automated Technology Office (ATO) and reported the results of the

review in a December 1997 letter. Specifically, the CA/T Project asked that the OIG
analyze the extent to which B/PB uses state blanket contracts for computer hardware and

software, and related purchases. OIG staff reviewed 143 purchase orders, ATO budgets

and expenditures, state regulations and policies, and interviewed CA/T Project staff The

review^ disclosed relatively minor problems that will be or are being addressed by

management.
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CONCLUSION

As the Commission begins its second year of operation, continued emphasis will be

placed on communicating ideas, sharing information, and coordinating the oversight

activities of the OAG, OSA, and OIG. The Commission will continue to provide

meaningful and timely oversight to help ensure that the CA/T Project is adequately

protected from waste, fraud, and abuse. The Commission remains committed to

aggressive, proactive, independent state oversight of the CA/T Project.

Additional copies of this Summary Report are available and can be obtained by a request

in writing to:

Central Artery/Third Harbor Tunnel Oversight Coordination Commission

State House Station

P.O. Box 250

Boston, Massachusetts 02133
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APPENDIX A

Chapter 102 of the Acts of 1995

SECTION 17. Notwithstanding any general or special law to the contrary, one million

dollars shall be transferred from line item 6033-9515 to line items 0710-OCX)0, 0810-0000 and

0910-0200, on an equal basis, subject to federal highway administration approval and

financial panicipation, to provide for additional on site auditors and investigatory personnel

to monitor activities related to the Central Artery/Third HartxDr Tunnel Project. The attome\"

general, state auditor and inspector general shall utilize these funds to perform financial and

performance audits and other investigations, as needed, to promote cost savings and

engineering efficiency on said project.

SECTION 21. On or before December first, nineteen hundred and ninety-five, the house

and senate post audit and oversight committees shall jointly develop with the state auditor and

inspector general a comprehensive oversight plan hereinafter referred to as the oversight

plan, for the Central Anery/Third Hartwr tunnel.

To assure its comprehensiveness, said plan shall ascertain the federal role in oversight

of this project and the role and responsibilities of the state officers and depanments.

Said oversight shall include the following:

(1) an office within the office of the inspector general which shall:

(a) revieu- the revenue and expense budget in order to quantify the effects of infiation

and identify shonfalls in revenues and over expenditures in specific accounts;

(b) recommend adjustments and corrections to the budget and project plans in order

to ensure the long term financial stability of the Central Artery/Third Harbor tunnel; and

(c) repon such recommendations in a timely manner to the chairmen of the house

and senate comminees on ways and means and the joint committee on transportation.

(2) provisions for adequate staffing to accomplish the above objeaives. Such staffing

shall include persons with experience in oversight of large complex capital projects, contract

procurement, contract negotiations and with successful involvement in public and private

panncrships.





APPENDIX B

Chapter 205 of the Acts of 1996
SECTION 2B.

EXECUTIVE OFFICE FOR ADMINISTRATION AND FINANCE.

Reserves.

1599-1969 For the implementation of the oversight plan developed in accordance with

the provisions of section twenty-one of chapter one hundred and two of the

acts of nineteen hundred and ninety-five; provided, that a supplemental plan

shall be developed creating the Central Artery/Third Harbor Tunnel project

oversight coordination commission; provided further, that said commission

shall be composed of the attorney general, inspector general and the state

auditor, or their designees; provided further, that said commission shall

function as a centralized body to coordinate all Central Artery/Third Harbor
Tunnel project oversight activities of the inspector general, attorney

general, and state auditor; provided further, that said supplemental plan

shall direct said commission to scrutinize and recommend cost savinss in

said Central Artery/Third Harbor Tunnel project; provided further, that said

supplemental plan shall be filed with the house and senate committees on
ways and means and the joint committee on transportation within six

months of the effective date of this act; provided further, that funds

authorized herein shall not be released prior to the completion and

submission of said plan; provided further, that the members of said

commission shall hold coordinating sessions on no less than a quarterly

basis and shall include the house and senate chairmen of the joint committee

on transportation, or their designees, the chairmen of the house and senate

committees on post audit and oversight, or their designees; provided

further, that the funds provided from this item shall be available for

administrative and personnel costs of the commission, including the salary

of an executive director who shall be agreed upon by the inspector general,

the state auditor, and the attorney general; provided further, that funds

authorized herein shall be in addition to any amounts previously made
available for this purpose; and provided further, that it is hereby declared

to be the stated position of the general court that said commission shall be

disbanded not later than one year after the completion of said Central

Artery/Third Harbor Tunnel project 2,000,000
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